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§ 13.2 Adequate cost data and cost finding.

(a) Principle. Prov ders rece v ng payment on the bas s of re mbursable cost must prov de
adequate cost data. hs must be based on the r f nanc al and stat st cal records wh ch must
be capable of ver f cat on by qual f ed aud tors. he cost data must be based on an
approved method of cost f nd ng and on the accrual bas s of account ng, except for -

(1) Governmental nsttut ons wh ch operate on a cash bas s method of account ng. Cost |
data based on such bas s of account ng w Il be acceptable, subject to appropr ate
treatment of cap tal expend tures.

(2) Costs of qual f ed def ned beneft pens on plans shall be reported on a cash bas s
method of account ng, as descr bed at § 413.100(c)(2)(v )(D) for cost report ng per ods |
beg nn ng on or after October 1, 2011.

(b) Definitions -

Cost finding. Cost f nd ng s the process of recast ng the data der ved from the accounts
ord nar ly kept by a prov der to ascerta n costs of the var ous types of serv ces

furn shed. t s the determ nat on of these costs by the allocat on of d rect costs and
prorat on of nd rect costs. |

(2) Accrual basis of accounting. As used n th s part, the term accrual basis of
accounting means that revenue s reported n the perod nwhch t s earned,
regardless of when t s collected; and an expense s reported nthe perod nwhch t s |
ncurred, regardless of when t s pad. (See § 413.100 regard ng | mtat ons on
allowable accrued costs n stuatons n wh ch the related | ab It es are not | qu dated
t mely.)

(c) Adequacy of cost information. Adequate cost nformat on must be obta ned from the
prov der's records to support payments made for serv ces furn shed to benefcares. he
requ rement of adequacy of data mpl es that the data be accurate and n suff c ent detal to
accompl sh the purposes for wh ch t s ntended. Adequate data capable of be ng aud ted s
cons stent w th good bus ness concepts and effect ve and eff c ent management of any
organ zat on, whether t s operated for proft or on a nonproft bass. t s a reasonable
expectat on on the part of any agency pay ng for serv ces on a cost-re mbursement bass. n
order to prov de the requ red cost data and not mpar comparab | ty, f nanc al and stat st cal
records should be ma nta ned n a manner cons stent from one per od to another. However,
a proper regard for cons stency need not preclude a des rable change n accountng |
procedures fthere s reason to effect such change.

(d) Cost finding methods. After the close of the account ng per od, prov ders must use one of
the follow ng methods of cost f nd ng to determ ne the actual costs of serv ces furn shed
dur ng that per od. ( hese prov s ons do not apply to SNFs that elect and qual fy for
prospect vely determ ned payment rates under subpart of th s part for cost report ng
per ods beg nn ng on or after October 1, 1986. For the spec al rules that are appl cable to
those SNFs, see § 413.321.) For cost report ng per ods beg nn ng after December 31, 1971,
prov ders us ng the departmental method of cost apport onment must use the step-down
method descr bed n paragraph (d)(1) of th s sect on or an “other method” descr bed n
paragraph (d)(2) of th s sect on. For cost report ng per ods beg nn ng after December 31,
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19 1, provdersus gthe comb ato method of cost apporto me t must use the mod fed
costf d g method descr ed paragraph (d)(3) of ths secto . Effect ve for cost report g
per ods beg nn ng on or after October 1, 1980, HHAs not based n hosp tals or SNFs must
use the step-down method descr bed n paragraph (d)(1) of th s sect on. (HHAs based n
hosp tals or SNFs must use the method appl cable to the parent nsttut on.) However, an
HHA not based n a hosp tal or SNF that rece ved less than $35,000 n Med care payment
for the mmed ately preced ng cost report ng per od, and for whom th s payment represented
less than 50 percent of the total operat ng cost of the agency, may use a s mpl fed vers on
of the step-down method, as spec fed n nstruct ons for the cost report ssued by CMS.

(1) Step-down method. h's method recogn zes that serv ces furn shed by certa n

nonrevenue-produc ng departments or centers are utl zed by certa n other nonrevenue-
produc ng centers as well as by the revenue-produc ng centers. All costs of
nonrevenue-produc ng centers are allocated to all centers that they serve, regardless of
whether or not these centers produce revenue. he cost of the nonrevenue-produc ng
center serv ng the greatest number of other centers, wh le rece v ng benef ts from the
least number of centers, s apport oned frst. Follow ng the apport onment of the cost of
the nonrevenue-produc ng center, that center w Il be cons dered “closed” and no further
costs are apport oned to that center. h s appl es even though t may have rece ved
some serv ce from a center whose cost s apport oned later. Generally, ftwo centers
furn sh serv ces to an equal number of centers wh le rece v ng benef ts from an equal
nunhber, that center wh ch has the greatest amount of expense should be allocated f rst.

(2)1 IOther methods -

() IThe double-apportionment method. he double-apport onment method may be
used by a prov der upon approval of the contractor. hs method also recogn zes
that the nonrevenue-produc ng departments or centers furn sh serv ces to other
nonrevenue-produc ng centers as well as to revenue-produc ng centers. A
prel minary allocat on of the costs of non-revenue-produc ng centers s made.

hese centers or departments are not “closed” after th s prel m nary allocat on.
nstead, they rema n “open,” accumulat ng a port on of the costs of all other centers
from wh ch serv ces are rece ved. hus, after the frst or prel mnhary allocat on,
some costs w Il rema n n each center represent ng serv ces rece ved from other
centers. he frst or prel mnary allocat on s followed by a second or f nal
apport onment of expenses nvolv ng the allocat on of all costs rema nng n the
nonrevenue-produc ng funct ons d rectly to revenue-produc ng centers.

() More sophisticated methods. A more soph st cated method des gned to allocate
costs more accurately may be used by the prov der upon approval of the
contractor. However, hav ng elected to use the double-apport onment method, the
prov der may not thereafter use the step-down method w thout approval of the
contractor. Wr tten request for the approval must be made on a prospect ve bas s
and must be subm ited before the end of the fourth month of the prospect ve
report ng per od. L kew se, once hav ng elected to use a more soph st cated |
method, the prov der may not thereafter use e ther the double-apport onment or
step-down methods w thout s miar request and approval.

(3) Modified cost finding for providers using the Combination Method for reporting periods |

beginning after December 31, 1971. h's method d ffers from the step-down method n
that serv ces furn shed by nonrevenue-produc ng departments or centers are allocated
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d rectly to reve ue-produc g departme ts or ce ters eve though these servces may
e utlzed yother o reve ue-produc g departme tsorce ters. the applcato of
th s method the cost of nonrevenue-produc ng centers hav ng a common bas s of
allocat on are comb ned and the total d str buted to revenue-produc ng centers. All
nonrevenue-produc ng centers hav ng s gn f cant percentages of cost n relat on to total
costs w Il be allocated th s way. he comb ned total costs of rema n ng nonrevenue-
produc ng costs centers w Il be allocated to revenue-produc ng cost centers n the
proport on that each bears to total costs, d rect and nd rect, already allocated. he
bases wh ch are to be used and the centers wh ch are to be comb ned for allocat on are
not opt onal but are dentfed and ncorporated n the cost report forms developed for
th s method. Prov ders us ng th s method must use the program cost report forms
dev sed for t. Alternat ve forms may not be used w thout pr or approval by CMS based
upon a wr tten request by the prov der submitted through the contractor.

(4) Temporary method for initial period. fthe prov der s unable to use e ther cost-f nd ng
method when t frst part c pates n the program, t may apply to the contractor for
perm s on to use some other acceptable method that would accurately dent fy costs
by department or center, and appropr ately segregate npat ent and outpat ent costs. |
Such other method may be used for cost reports cover ng per ods end ng before
January 1, 1968.

(5) Simplified optional reimbursement method for small, rural hospitals with distinct parts
for cost reporting periods beginning on or after July 20, 1982.

() Arrural hosp tal wth a Med care-cert f ed d st nct part SNF may elect to be
re mbursed for serv ces furn shed n ts hosp tal general rout ne serv ce area and |
d st nct part SNF us ng the re mbursement method specfed n § 413.53 for sw ng-
bed hosp tals, f t meets the follow ng cond t ons

(A) he nsttuton slocated n arural area as defned n § 482.58 of th s chapter.

On the frst day of the cost report ng per od, the hosp tal and d st nct part SNF
have fewer than 50 beds n total (w th the except on of beds for newborns and
beds n ntens ve care type npatent unts).

() napply ng the opt onal re mbursement method, only those beds located n the
hosp tal general rout ne serv ce area and n the d st nct part SNF cert f ed by
Med care are comb ned nto a s ngle cost center for purposes of cost f nd ng.

( ) hereasonable cost of the rout ne extended care serv ces s determined n
accordance w th § 413.114(c). he reasonable cost of the hosp tal general rout ne
serv ces s determined n accordance wth § 413.53(a)(2).

(v) he hosp tal must make ts elect on to use the opt onal sw ng-bed re mbursement |
method n wrtng to the contractor before the beg nn ng of the hosp tal's cost
report ng year. he hosp tal must make any request to revoke the electon n
wr t ng before the beg nn ng of the affected cost report ng per od.

(v) he contractor must approve requests to term nate use of the opt onal sw ng-bed
re mbursement method. fa hosp tal term nates use of th s opt onal method, no
further elect ons may be made by the fac | ty to use the opt onal method.
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(6) Provider-based entities and de artments: Preventing du lication of cost. = some
stuato s,the ma provder a provder- ased complex may purchase serv ces for a
prov der-based ent ty or for a department of the prov der through a contract for serv ces
(for example, a management contract), d rectly ass gn ng the costs to the prov der-
based ent ty or department and report ng the costs d rectly n the cost center for that
entty or department. n any stuaton n wh ch costs are d rectly ass gned to a cost
center, there s a r sk of excess cost n that cost center result ng from the d rectly
ass gned costs plus a share of overhead mproperly allocated to the cost center wh ch
dupl cates the d rectly ass gned costs. h's dupl cat on could result n mproper
Med care payment to the prov der. Where a prov der has purchased serv ces for a
prov der-based ent ty or for a prov der department, | ke general serv ce costs of the
prov der (for example, | ke costs n the adm in strat ve and general cost center) must be
separately dentfed to ensure that they are not mproperly allocated to the ent ty or the
department. fthe | ke costs of the ma n prov der cannot be separately dentfed, the
costs of the serv ces purchased through a contract must be reclass f ed to the man
prov der and allocated among the ma n prov der's beneft ng cost centers.

Example: A prov der-based complex s
composed of a hosp tal and a hosp tal-based rural health
clnc( HC). he hosp tal furn shes the entrety of ts own |
adm in strat ve and general costs nternally. he HC,
however, s managed by an ndependent contractor through
a management contract. he management contract prov des
a full array of adm n strat ve and general serv ces, w th the
excepton of patent bllng. he hosp tal d rectly ass gns the
costs of the HC's management contract to the HC cost
center (for example, Form CMS 2552-96, Worksheet A, L ne
71). A full allocat on of the hosp tal's adm n strat ve and
general costs to the HC cost center would dupl cate most of
the HC's admn strat ve and general costs. However, an |
allocat on of the hosp tal's cost ( ncluded n hosp tal

adm n strat ve and general costs) of ts patent b Il ng funct on
tothe HC would be appropr ate. herefore, the hosp tal
must nclude the costs of the patent bllng functon na
separate cost center to be allocated to the beneft ng cost
centers, nclud ngthe HC cost center. he reman ng

hosp tal adm n strat ve and general costs would be allocated
to all cost centers, exclud ng the HC cost center. fthe
hosp tal s unable to solate the costs of the patent bl ng
funct on, the costs of the HC's management contract must
be reclass f ed to the hosp tal adm i strat ve and general cost
center to be allocated among all cost centers, as |

appropr ate.

(7) Costs of services furnished to free-standing entities. he costs that a prov der ncurs to |
furn sh serv ces to free-stand ng enttes wth whch t s assoc ated are not allowable
costs of that prov der. Any costs of serv ces furn shed to a free-stand ng ent ty must be
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de tfeda del ated fro the allowa le costs of the servc g prov der, to preve t
Med care payme t to that prov der for those costs. hsmay edo e y clud gthe
free-stand ng ent ty on the cost report as a nonre mbursable cost center for the purpose
of allocat ng overhead costs to that entty. fth s method would not result n an accurate
allocat on of costs to the ent ty, the prov der must develop deta led work papers

show ng how the cost of serv ces furn shed by the prov der to the ent ty were
determned. hese costs are removed from the appl cable cost centers of the serv ¢ ng
prov der.

(e) Accounting basis. he cost data subm ited must be based on the accrual bas s of
account ng wh ch s recogn zed as the most accurate bas s for determ n ng costs. However,
governmental nsttut ons that operate on a cash bas s of account ng may subm t cost data
on the cash bas s subject to appropr ate treatment of cap tal expend tures.

(f) Cost reports. For cost report ng purposes, the Med care program requ res each prov der of
serv ces to submt per od c reports of ts operat ons that generally cover a consecut ve 12-
month per od of the prov der's operat ons. Amended cost reports to rev se cost report
nformat on that has been prev ously subm tted by a prov der may be perm ited or requ red
as determ ned by CMS.

(1) Cost reports - Terminated providers and changes of ownership. A prov der that
voluntar ly or nvoluntar ly ceases to part c pate n the Med care program or exper ences |
a change of ownersh p must f le a cost report for that per od under the program
beg nn ng w th the frst day not ncluded n a prev ous cost report ng per od and end ng
w th the effect ve date of term hat on of ts prov der agreement or change of ownersh p.

(2) Due dates for cost reports.

() Costreports are due on or before the last day of the f fth month follow ng the close
of the per od covered by the report. For cost reports end ng on a day other than the |
last day of the month, cost reports are due 150 days after the last day of the cost
report ng per od.

() Extens ons of the due date for fl ng a cost report may be granted by the contractor
only when a prov der's operat ons are s gn f cantly adversely affected due to
extraord nary c rcumstances over wh ch the prov der has no control, such as flood
orfre.

(8) Changes in cost reporting periods. A prov der may change ts cost reportng perod fa |
change n ownersh p s experenced or fthe -

() Provder requests the change n wrtng from ts contractor;

() Contractor rece ves the request at least 120 days before the close of the new
report ng per od requested by the prov der; and

() Contractor determ nes that good cause for the change ex sts. Good cause would
not be found to ex st f the effect s to change the ntal date that a hosp tal would |
be affected by the rate of ncrease celng (see § 413.40), or be pa d under the
prospect ve payment systems (see part 412 of th s chapter).

(4) Electronic submission of cost reports.
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( Asused thsparagraph, provder’mea s ahosptal,s lled urs gfaclty,
home health age cy, hosp ce, orga procureme torga zato , hstocompat Ity
laboratory, rural health cl n c, federally qual f ed health center, commun ty mental
health center, or end-stage renal d sease fac | ty.

( )l Effect ve for cost report ng per ods beg nn ng on or after October 1, 1989 for
hosp tals, cost report ng per ods end ng on or after February 1, 1997 for sk lled
nurs ng fac |t es and home health agenc es, cost report ng per ods end ng on or
after December 31, 2004 for hosp ces, and end-stage renal d sease facltes, and
cost report ng per ods end ng on or after March 31, 2005 for organ procurement
organ zat ons, h stocompat b | ty laborator es, rural health cl n cs, Federally
qual f ed health centers, and commun ty mental health centers, a prov der s
requ red to submt cost reports n a standard zed electron c format. he prov der's
electron ¢ program must be capable of produc ng the CMS standard zed output fle
n a form that can be read by the contractor's automated system. h's electronc
fle, wh ch must conta n the nput data requ red to complete the cost report and to
pass spec fed ed ts, must be forwarded to the contractor for process ng through ts
system.

( ) he contractor stores the prov der's as-fled electron c cost report and may not alter
that f le for any reason. he contractor makes a “work ng copy” of the as-fled
electron c cost report to be used, as necessary, throughout the settlement process
(that s, desk rev ew, process ng aud t adjustments, and f nal settlement). he
prov der's electron ¢ program must be able to d sclose f any changes have been
made to the as-fled electron c cost report after acceptance by the contractor. fthe |
as-f led electron c cost report does not pass all spec f ed ed ts, the contractor must |
return t to the prov der for correct on. For purposes of the requ rements n
paragraph (f)(2) of th s sect on concern ng due dates, an electron c cost report s
not cons dered to be fled untl t s accepted by the contractor.

(A) Effectve as specfed n paragraphs (f)(4)( v)(A)(7) through (4) and except as
prov ded n paragraph (f)(4)( v)(C) of th s secton, a prov der must submt a
hard copy of a settlement summary, f appl cable, wh ch s a statement of
certa n worksheet totals found w th n the electron c fle, and the cert f cat on
statement descr bed n paragraph (f)(4)( v)(B) of th s secton s gned by ts
adm n strator or ch ef f nanc al off cer cert fy ng the accuracy of the electron c |
fle or the manually prepared cost report.

For hosp tals, effect ve for cost report ng per ods end ng on or after
September 30, 1994;

(2) For sklled nurs ng fac |t es and home health agenc es, effect ve for cost |
report ng per ods end ng on or after February 1, 1997;

(3) For hosp ces and end-stage renal d sease fac |t es, effect ve for cost
report ng per ods end ng on or after December 31, 2004; and

(4) For organ procurement organ zat ons, h stocompat b I ty laborator es, rural |
health cl n cs, Federally qual f ed health centers, and commun ty mental
health centers, effect ve for cost report ng per ods end ng on or after
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March 31, 2005. |

(B) hefollow gcertfcato stateme tmust mmed ately precede the dated
or g nal s gnature, or electron ¢ s gnature as set forth n paragraph (f)(4)( v)(C)
(7) of th s sect on, of the prov der's adm n strator or ch ef f nanc al off cer

MIS EP ESEN A ON ORFALS F CA ON OF ANY NFORVA ON

CON ANED N HSCOS EPOR MAY BE PUN SHABLE BY C M NAL,
CVLANDADMNS A VEAC ON,FNEAND/ORMP SONMEN
UNDE FEDE ALLAW.FU HE MO E, FSE VCES DEN FED N
HS EPOR WE EP OVDEDORP OCU ED H OUGH HE
PAYMEN D EC LYORND EC LY OF AKCKBACKORWE E

OTME WSE LLEGAL,C MNAL,CVLANDADMNS A VEAC ON,
F NES AND/OR MP SONMEN MAY ESUL .

hereby cert fy that have read the above cert f cat on statement and that
have exam ned the accompany ng electron cally fled or manually subm tted
cost report and the Balance Sheet and Statement of evenue and Expenses
prepared by (Prov der Name(s) and Number(s)) for the cost report ng
perod begnnng  andendng ___ and that to the best of my knowledge
and bel ef, th s report and statement are true, correct, complete and prepared |
from the books and records of the prov der n accordance w th appl cable
nstruct ons, except as noted. further certfy that am fami ar w th the laws
and regulat ons regard ng the prov s on of health care serv ces, and that the |
serv ces dentfed nths cost report were provded n complance w th such
laws and regulat ons.

(C) Effect ve for cost report ng per ods end ng on or after December 31, 2017 -

(1) A provderthat s requred to fle an electron c cost report may elect to
electron cally subm i the settlement summary, f appl cable, and the
cert f cat on statement w th an electron c s gnature of the prov der's
adm n strator or ch ef f nanc al off cer. he follow ng checkbox for
electron ¢ s gnature and subms on w Il mmed ately follow the
cert f cat on statement as set forth n paragraph (f)(4)( v)(B) of th s sect on
and must be checked f electron ¢ s gnature and subm s on s elected.

o have read and agree w th the above cert f cat on statement. certfy
that ntend my electron c s gnature on th s cert f cat on statement to be
the legally b nd ng equ valent of my or g nal s gnature.

(2) A provderthat s requred to fle an electron ¢ cost report but does not
elect to electron cally subm t the cert f cat on statement w th an electron c
s gnature, must submt a hard copy of the settlement summary, f
appl cable, and a cert f cat on statement w th an or g nal s gnature of the
prov der's adm i strator or ch ef f nanc al off cer as set forth n paragraphs
(f)(4)(v)(A) and (B) of th s sect on.

(v) A provder may request a delay or wa ver of the electron ¢ subm s on requ rement
n paragraph (f)(4)( ) of th s secton fth s requ rement would cause a f nanc al
hardsh p or fthe prov der qual f es as a low or no Med care utl zat on provder. he
prov der must submi a wr tten request for delay or wa ver w th necessary |
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support g docume tato to tsco tractor o latertha 30 days afterthe e d of ts
cost report g perod. he co tractor rev ews the request a d forwards t, wth a
recommendat on for approval or den al, to CMS central off ce w th n 30 days of
rece pt of the request. CMS central off ce e ther approves or den es the request
and not f es the contractor w th n 60 days of rece pt of the request.

(5)1 AR dcceptable cost report submss on s def ned as follows

() IAll provders - he prov der must accurately complete and subm¢t the requ red cost |

report ng forms, nclud ng all necessary s gnatures and support ng documents. For
prov ders cla ming costs on the r cost reports that are allocated from a home off ce
or cha n organ zat on, the Home Off te Cost statement must be subm tted by the
home off ce or cha n organ zat on as set forth n paragraph (f)(5)( )(E) of th s

secton. A cost report s rejected for lack of support ng documentaton f t does not |
nclude the follow ng, except as prov ded n paragraph (f)(5)( )(E) of th s secton

(A) Teaching hospitals - For teach ng hosp tals, the ntern and es dent
nformat on System ( S) data.

(B) Bad debt - Effect ve for cost report ng per ods beg nn ng on or after October 1, |
2018, for prov ders cla m ng Med care bad debt re mbursement, a deta led bad
debt | st ng that corresponds to the amount of bad debt cla med n the
prov der's cost report.

(C) DSH eligible hospitals - Effect ve for cost report ng per ods beg nn ng on or
after October 1, 2018, for hosp tals cla m ng a d sproport onate share hosp tal
payment adjustment, a deta led | st ng of the hosp tal's Med ca d el g ble days
that corresponds to the Med ca d el g ble days cla med n the hosp tal's cost
report. fthe hosp tal submis an amended cost report that changes ts
Med ca d el g ble days, the hosp tal must submi an amended | stng or an |
addendum to the or g nal | st ng of the hosp tal's Med ca d el g ble days that
corresponds to the Med ca d el g ble days clamed n the hosp tal's amended |
cost report.

(D) Charity care and uninsured discounts - Effect ve for cost report ng per ods
beg nn ng on or after October 1, 2018, for DSH el g ble hosp tals report ng
char ty care and/or un nsured d scounts, a deta led | st ng of char ty care
and/or un nsured d scounts that corresponds to the amounts cla med n the
DSH el g ble hosp tal's cost report. |

(E) Home office cost allocation.

(1) Same fiscal year end. Effect ve for cost report ng per ods beg nn ng on or
after October 1, 2018, for prov ders cla m ng costs on the r cost report that
are allocated from a home off ce or cha n organ zat on w th the same
f scal year end, a Home Off ce Cost Statement completed and subm tted
by the home off ce or cha n organ zat on to ts cha n prov der's serv ¢ ng
contractor that corresponds to the amounts allocated from the home off ce
or cha n organ zat on to the prov der's cost report. |

https //ecfr.federalreg ster.gov/current/t tle-42/chapter- VV/subchapter-B/part-413#sect on-413.24 | 8/11 1


mailto:���1���'����9���:����;����<�1�'��=��>�?���@�����=����A)��-B��C�(��>��D�;+���E�B'
.��8��������6���2���-�����0�����������������������������7������������������������+��������������������.�����0�.���/��0.'�.��0.�./5��0.���0�

11/6/2020 | eCF tle 42

2) iff ring fiscal y ar nd. Effect ve for cost report g perods eg go
or after Octo er 1, 2018, for prov ders cla mi g costs o the r cost report
that are allocated from a home off ce or cha n organ zat on w th a d fferent |
f scal year end, a Home Off ce Cost Statement completed and subm tted
by the home off ce or cha n organ zat on to ts cha n prov der's serv ¢ ng
contractor that corresponds to some port on of the amounts allocated
from the home off ce or cha n organ zat on to the prov der's cost report.

() For provders that are requ red to fle electron c cost reports - n add t on to the
requ rements of paragraphs (f)(4) and (f)(5)( ) of th s sect on, the prov der must
submt ts cost reports n an electron c cost report format n conformance w th the
requ rements conta ned n the Electron ¢ Cost eport (EC ) Spec f cat ons Manual
(unless the prov der has rece ved an exempt on from CMS).

( ) he contractor makes a determ nat on of acceptab | ty w th n 30 days of rece pt of
the prov der's cost report. fthe cost report s cons dered unacceptable, the
contractor returns the cost report w th a letter expla n ng the reasons for the
reject on. When the cost report s rejected, t s deemed an unacceptable
subm ss on and treated as f a report had never been fled.

(g) Exception from full cost reporting for lack of program utilization. f a prov der does not
furn sh any covered serv ces to Med care benef c ar es dur ng a cost reportng perod, t s
not requ red to submit a full cost report. t must, however, submt an abbrev ated cost report,
as prescr bed by CMS.

(h) Waiver of full or simplified cost reporting for low program utilization.

(1) fthe prov der has had low ut | zat on of covered serv ces by Med care benef c ar es (as
determ ned by the contractor) and has rece ved correspond ngly low nter m payments
for the cost report ng per od, the contractor may wa ve a full cost report or the s mpl f ed
cost report descrbed n § 413.321 f t dec des that t can determ ine, w thout a full or
s mpl f ed report, the reasonable cost of covered serv ces prov ded dur ng that perod. |

(2) fafull or s mplfed costreport s waved, the prov der must submt w th n the same
t me per od requ red for full or s mpl f ed cost reports

( he cost report ng forms prescr bed by CMS for th s s tuat on; and
( ) Any other f nanc al and stat st cal data the contractor requ res.
() [ eserved]
(j) Substantive reimbursement requirement of an appropriate cost report claim -

(1) General requirement. n order for a prov der to rece ve or potent ally qual fy for
re mbursement for a spec fc tem for ts cost report ng per od, the prov der's cost report, |
whether determ ned on an as subm tted, as amended, or as adjusted bas s (as
prescr bed n paragraph (j)(3) of th s sect on), must nclude an appropr ate cla m for the
specfc tem, by e ther -

() Clamig full re mbursement n the prov der's cost report for the specfc tem n
accordance w th Med care pol cy, fthe prov der seeks payment for the tem that t
bel eves comports w th program pol cy; or
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(  Self-d sallow gthe specfc te the prov der's cost report, fthe prov der see s |
payme tthat t eleves may ot e allowa le or may ot comportwth Med care
pol cy (for example, fthe prov der bel eves the contractor lacks the author ty or
d scret on to award the re mbursement the prov der seeks for the tem), by
follow ng the procedures (set forth n paragraph (j)(2) of th s sect on) for properly
self-d sallow ng the specfc tem n the prov der's cost report as a protested
amount.

(2) Self-disallowance procedures . n order to properly self-d sallow a specfc tem, the
prov der must -

() nclude an est mated re mbursement amount for each spec f ¢ self-d sallowed tem |
n the protested amount | ne (or | nes) of the prov der's cost report; and

() Attach a separate work sheet to the prov der's cost report for each spec f ¢ self-
d sallowed tem, expla n ng why the prov der self-d sallowed each specfc tem
( nstead of cla m ing full re mbursement n ts cost report for the specfc tem) and
descr b ng how the prov der calculated the est mated re mbursement amount for
each spec f ¢ self-d sallowed tem.

(3) Procedures for determining whether there is an appropriate cost report claim . Whether
the prov der's cost report for ts cost report ng per od ncludes an appropr ate clam for a
specfc tem (as prescrbed n paragraph (j)(1) of th s sect on) must be determ ned by
reference to the cost report that the prov der submis or g nally to, and was accepted by,
the contractor for such per od, prov ded that none of the follow ng except ons appl es

() fthe provder submis an amended cost report for ts cost report ng per od and
such amended cost report s accepted by the contractor, then whether there s an
appropr ate cost report cla m for the spec fc tem must be determ ned by reference |
to such amended cost report, prov ded that ne ther of the except ons set forth n
paragraphs (j)(3)( ) and ( ) of th s sect on appl es;

() fthe contractor adjusts the prov der's cost report, as subm ited or g nally by the
prov der and accepted by the contractor or as amended by the prov der and
accepted by the contractor, wh chever s appl cable, w th respect to the specfc
tem, then whether there s an appropr ate cost report cla m for the specfc tem
must be determ ned by reference to the prov der's cost report, as such cost report
clam s adjusted for the specfc tem n the f nal contractor determ nat on (as
defned n § 405.1801(a) of th s chapter) for the prov der's cost report ng per od,
prov ded that the except on set forth n paragraph (j)(3)( ) of th s sect on does not

apply;

( ) fthe contractor reopens e ther the f nal contractor determ nat on for the prov der's
cost report ng per od (pursuant to § 405.1885 of th s chapter) or a rev sed f nal
contractor determ nat on for such per od ( ssued pursuant to § 405.1889 of th s
chapter) and the contractor adjusts the prov der's cost report w th respect to the
specfc tem, then whether there s an appropr ate cost report cla m for the specfc
tem must be determ ned by reference to the prov der's cost report, as such cost
report cla m s adjusted for the specfc tem n the most recent rev sed f nal
contractor determ hnat on for such per od.
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(4) eimbursement effects of contractor's determination of whether there is an appropriate
cost report claim . fthe co tractor determi es that the prov der's cost report cluded
an appropr ate cla m for a spec fc tem (as spec fed n paragraphs (j)(1), (2), and (3) of
th s sect on) and that all the other substant ve re mbursement requ rements for the
specfc tem are also sat sf ed, the f nal contractor determ naton (as defned n §
405.1801(a) of th s chapter) must nclude re mbursement for the specfc tem to the
extent perm ited by Med care pol cy. fthe contractor determ nes that the prov der made
an appropr ate cost report clam for a spec fc tem but the contractor d sagrees w th
mater al aspects of the prov der's cla m for the specfc tem, the contractor must make
appropr ate adjustments to the prov der's cost report and nclude re mbursement for the
spec fc tem n the f nal contractor determ nat on n accordance w th such cost report
adjustments and to the extent permtted by program pol cy. fthe contractor determ nes
that the prov der d d not make an appropr ate cost report cla m for a specfc tem, the
f nal contractor determ nat on must not nclude any re mbursement for the spec fc tem, |
regardless of whether the other substant ve re mbursement requ rements for the
spec fc tem are or are not sat sf ed.

(5) Administrative review of whether there is an appropriate cost report claim . fthe
prov der fles an admin strat ve appeal (pursuant to Part 405, Subpart  of th s chapter)
seek ng re mbursement for a spec fc tem and any party to such appeal quest ons
whether the prov der's cost report ncluded an appropr ate cla m for the spec fc tem
under appeal (as spec fed n paragraphs (j)(1), (2), (3), and (4) of th s secton), the
revew ng entty (as defned n § 405.1801(a) of th s chapter) must follow the
procedures prescr bed n § 405.1873 of th s chapter ( f the appeal was fled or g nally
w th the Board), or the procedures set forth n § 405.1832 of th s chapter ( f the appeal
was fled ntally wth the contractor), for rev ew of whether the substant ve
re mbursement requ rement of an appropr ate cost report cla m for the specfc tem
under appeal s satsfed. he revew ng entty must follow the procedures set forth n
paragraph (j)(3) of th s secton n determ n ng whether the prov der's cost report
ncluded an appropr ate cla m for the spec f ¢ tem under appeal. he revew ng entty
may perm t re mbursement for the spec fc tem under appeal solely to the extent
author zed by § 405.1873(f) of th s chapter ( f the appeal was fled or g nally w th the
Board) or by § 405.1832(f) of th s chapter ( f the appeal was fled ntally w th the |
contractor).

[51 FR 34793, Sept. 30, 1986]
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